Rev. Rul. 76-420, 1976-2 C.B. 153

Labor; strike pay. An organization, controlled by private
i ndi vidual s, that provides weekly inconme to its nenbers in the
event of a lawful strike by the nenber's labor union in return
for an annual paynent by the nmenber does not qualify for
exenption as a | abor organi zati on under section 501(c)(5) of the
Code.

Advi ce has been requested whet her the nonprofit organization
descri bed bel ow qualifies for exenption from Federal incone tax
under section 501(c)(5) of the Internal Revenue Code of 1954.

The organi zation solicits nmenbers fromthe nenberships of
various | abor unions. |In return for an annual paynent, it
contracts to pay a weekly inconme up to a fixed nunber of weeks to
a nmenber in the event of a |awful strike by the nmenber's union.

It is controlled by private individuals and not by any | abor
organi zati on exenpt under section 501(c)(5) of the Code. |Its
recei pts are fromthe annual paynents nmade by its nmenbers and its
di sbursenents are for strike pay to nenbers and adm nistrative
expenses.

Section 501(c)(5) of the Code provides for the exenption
from Federal incone tax of |abor organizations.

Section 1.501(c)(5)-1(a) of the Incone Tax Regul ations
provi des that the | abor organi zati ons contenpl ated by section
501(c)(5) of the Code are those which have no net earnings
inuring to the benefit of any nenber and have as their objects
the betternent of the conditions of those engaged in |abor, the
i nprovenent of the grade of their products, and the devel opnent
of a higher degree of efficiency in their respective occupations.

Because the organi zati on has no authority to represent or
speak for its menbers in matters relating to their enpl oynent,
such as wages, hours of |abor, working conditions, or economc
benefits, it is not a 'labor organization' in the commonly
accepted sense of that termas it is used in section 501(c)(5) of
the Code. Portland Co-operative Labor Tenple Association, 39
B.T.A 450 (1939), acq., 1939-1 (Part 1) C.B. 28. The
organi zation is controlled by private individuals and is not
controlled by or connected with any of the | abor organi zations to
which its nmenbers belong. It does not directly support the
efforts of any |abor organization to better enpl oynent
conditions. Further, while the organization is operated for the
pur pose of providing paynments of weekly inconme to workers in the
event of a lawful strike by the worker's union, it does not nake
t hese paynents with the objective of bettering conditions of
enpl oynment, but by reason of its contractual agreenents with the
wor kers. Accordingly, the organization does not qualify for
exenption from Federal incone tax as a | abor organization
described in section 501(c)(5) of the Code.



Conmpare Rev. Rul. 67-7, 1967-1 C. B. 137, which holds that an
organi zation controlled by a | abor union exenpt under section
501(c)(5) of the Code and providing financial assistance to the
menbers of that union during strikes and | ockouts may be exenpt
as a | abor organization described in section 501(c)(5).



